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A strike by Mexico's largest sugar workers union, the Sindicato de la Industria Azucarera y
Alcoholera (SIAAC), has halted almost all sugar-processing activities and could threaten domestic
sugar supplies in the coming months. SIAAC members, representing close to 50,000 employees at 58
sugar mills, went on strike in mid-November to demand higher wages and improvements in their
retirement plan. Workers are demanding a 25% wage increase. They are also seeking the right to
have access to retirement funds at age 65 or after 35 years of service, whichever comes first.
SIAAC has also accused sugar-mill owners of failing to make timely contributions to the union's
retirement fund. The union says employers owe about 96 million pesos (US$10.2 million) to the
retirement fund. Sugar-mill owners have refused to meet the salary demands of the workers, citing
the severe financial crisis facing the sugar industry.
Insurmountable debts, high costs of production, a global surplus of sugar, and tight US restrictions
on sugar imports have brought several sugar companies to the brink of bankruptcy this year (see
SourceMex, 2000-03-01, 2000-05-17).
The two sides, which held a series of meetings in late November and early December, appear to
agree in principle on the wage increase but have been unable to iron out differences regarding
retirement funds. Sugar mills claim financial difficulties Juan Cortina, financial director at Grupo
Azucarero Mexico (GAM), said many sugar mills are already facing cash- flow problems and are
unable to comply with federal legislation requiring full payment to sugar producers for their crop
even before the harvest is completed and the sugar is sold.
The government's decision to eliminate Financiera Nacional Azucarera (FINASA), the institution
created specifically to meet the credit needs of sugar producers, has left most sugar millers with no
access to loans. The Secretaria de Hacienda y Credito Publico (SHCP) has attempted to help the
sugar industry by extending the payment period on loans owed to some government institutions like
the foreign trade bank (Banco Nacional de Comercio Exterior, BANCOMEXT).
A prolonged walkout could increase strike-related losses for the sugar industry, already estimated
at about 100 million pesos (US$10.6 million). Furthermore, the strike coincides with the beginning of
the sugar-cane harvest. Some sugar-industry sources have raised concerns that a large percentage of
this year's crop could be lost if sugar mills do not resume production soon.
Sugar producers say the cane that has already been cut is especially vulnerable. "The cane becomes
spoiled seven days after harvest and must be thrown away," said Martin Enriquez Ramirez, a
delegate for the Jalisco-Colima chapter of the Union Nacional de Productores de Cana de Azucar.
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The cane that is not harvested but left in the fields could also eventually become unusable,
producers said. Sugar shortages anticipated in domestic market A prolonged strike would almost
certainly reduce the supply of processed sugar available on the domestic market, although there
is disagreement on whether Mexico could face a sugar shortage in the coming weeks. The sugarworkers union warns that inventories are too small to offset a lack of production from the sugar
mills.
"By the end of December, we will almost certainly face a shortage of sugar," said SIAAC secretarygeneral Enrique Ramos. Sugar processors, however, say the union is underestimating the amount of
sugar stored in warehouses. "Our records indicate that we have 1 million metric tons of sugar," said
CNIAA director Guillermo Beltran Perez. "This amount represents a three-month supply."
In any case, the CNIAA says the possibility of sugar shortages down the road could boost retail
prices by about 15% per kg. "The strike has already had a significant economic impact on the
industry because the mills are not producing," said CNIAA president Carlos Seoane Castro.
The governors of three of Mexico's most important sugar- producing states have raised strong
concerns about the impact of the strike on their states. The three governors Miguel Aleman Velasco
of Veracruz, Melquiades Morales of Puebla, and Fernando Silva Nieto of San Luis Potosi made a
special appeal to the Secretaria del Trabajo y Prevision Social (STPS) to intervene to end the strike.
The strike is having its greatest impact in Veracruz state, home to 22 of the 58 sugar mills. Gov.
Aleman said a large percentage of this year's sugar-cane crop could be lost if it is not processed
soon. "The problem is that nature determines when the growing season begins and ends," said
Aleman, who noted that one-fourth the arable land in the state is dedicated to growing sugar cane.
Puebla Gov. Morales raised concerns that a domestic shortage of sugar could encourage an increase
in imports of US high-fructose corn syrup. "This could cause irreversible damage to the sugar
industry," said Morales. The governors brought their concerns to then labor secretary Mariano
Palacios Alcocer. Alcocer left the post when former President Ernesto Zedillo completed his term at
the end of November.
The matter is now in the hands of new Labor Secretary Carlos Abascal Carranza. Assistance
requested for sugar-cane growers Some agricultural organizations like the Consejo Agrario
Permanente (CAP) are urging President Vicente Fox's administration to design a comprehensive
plan to restructure the sugar industry, including more direct assistance to sugar- cane growers.
"Consider the contrast between the large fortunes amassed by the sugar-mill owners and the
conditions of extreme poverty experienced by the sugar-cane growers," said CAP coordinator Jose
Luis Gonzalez Aguilera, who is also member of the federal Chamber of Deputies.
The potential shortage of sugar in the short term is ironic, since the Mexican sugar industry had
been complaining that a sugar surplus both in Mexico and at the global level has caused prices to
plummet. Former deputy labor secretary Javier Moctezuma said Mexico's surplus sugar production
is about 500,000 MT per year. "This means there will be no long-term repercussions on the supply
of sugar," said Moctezuma. Sugar millers as well as sugar-cane growers have been pressing the
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Mexican government to demand that the US meet its commitment under the North American Free
Trade Agreement (NAFTA) to absorb all of Mexico's surplus sugar this year.
The Mexican government earlier this year requested the formation of a NAFTA dispute-resolution
panel to address this complaint (see SourceMex, 2000-08-09). The Mexican government has also
restricted imports of US high-fructose corn syrup, which it claims has displaced sugar on the
domestic market (see SourceMex, 2000-09-27). The CNIAA has forecast sugar-cane production in
2000-2001 at about 4.8 million MT, an increase of more than 2% from the 4.7 million MT produced
the previous year. [Note: Peso-dollar conversions in this article are based on the Interbank rate
in effect on Dec. 6, reported at 9.41 pesos per US$1.00] (Sources: Notimex, 11/15/00; Novedades,
11/16/00; El Universal, 11/17/00, 11/22/00; El Economista, 11/16/00, 11/17/00, 11/22/00, 11/27-29/00;
La Jornada, 11/16/00, 11/22/00, 11/30/00; El Financiero, 11/17/00, 11/22/00, 11/28- 30/00, 12/01/00,
12/05/00; Reforma, 11/16/00, 11/17/00, 11/21/00, 11/22/00, 12/01/00, 12/04/00, 12/06/00; Excelsior,
11/17/00, 12/04/00, 12/05/00, 12/06/00)
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